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In the Matter of

Interconnection Between Local Exchange CC Docket No. 95-185
Carriers and Commercial Mobile Radio

Service Providers
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COMMENTS

I Introduction

On January 11, 1996, the Commission released a Notice of Proposed Rulemaking
("NPRM") in this docket.! The NPRM seeks comment on numerous issues relating to
interconnection between local exchange carriers ("LECs") and commercial mobile radio service
("CMRS") providers. Cincinnati Bell Telephone Company ("CBT"), an independent, mid-size
local exchange carrier, would be affected by any rules governing interconnection between LLECs
and CMRS providers. CBT offers its comments on the most significant issue raised in the
NPRM, the Commission’s tentative conclusion that interconnection rates for local switching
facilities and connections to end users should be priced on a "bill and keep"? basis. (NPRM at
para. 3.) CBT hereinafter demonstrates that the bill and keep system should not be adopted as
Commission policy, even on an interim basis.

The Commission’s tentative conclusion that a bill and keep arrangement is the best

solution with respect to terminating access from LEC end offices to LLEC subscribers, and with

"Interconnection Between Local Exchange Carriers and Commercial Mobile Radio Service
Providers, Notice of Proposed Rulemaking, CC Docket No. 95-185, FCC 95-505, released
January 11, 1996.

>The Commission defines "bill and keep" to mean both the LEC and the CMRS provider
charge a rate of zero for terminating traffic. NPRM at para. 3.



respect to terminating access from equivalent CMRS facilities to CMRS subscribers, is
fundamentally flawed. As discussed below, neither justification for bill and keep -- equal traffic
flows or de minimis interconnection costs -- is present with LEC-CMRS interconnection.
Adopting bill and keep would provide no benefit to consumers; rather, it would amount to a
huge, unjustified subsidy to CMRS providers at the expense of LEC subscribers. Furthermore,
bill and keep is not needed to encourage the development of commercial mobile radio services.
The CMRS industry has enjoyed phenomenal growth under the current system of negotiated
interconnection arrangements. The current system has provided reasonable, nondiscriminatory
and flexible interconnection arrangements for cellular providers, and there is no reason to
believe that new market entrants will be unable to obtain similarly beneficial arrangements.
II. The Current System of Negotiated Interconnection Agreements Should be Retained
Interconnection arrangements with CMRS providers are currently established on the basis
of individually negotiated contracts. In accordance with prior Commission orders, LLECs are
already obligated to provide the type of interconnection reasonably requested by the CMRS
provider at reasonable rates and on reasonable, nondiscriminatory terms and conditions. This
system has successfully provided cellular carriers with the flexibility to structure interconnection
arrangements that meet their individual needs. The Commission has noted that "most LECs,
AT&T, and established cellular carriers, as well as some SMR, paging and PCS providers,
support the existing requirement that LECs engage in good faith negotiations over
interconnection with CMRS providers.” (NPRM at para. 83.) The cellular carriers also
maintain that the current process has provided "adequate protection against LEC discriminatory

conduct." (NPRM at para. 83.) Current CMRS providers are satisfied with negotiated



interconnection arrangements. There is no evidence that new CMRS entrants will not be able

to obtain equally beneficial arrangements.’
A. Existing Safeguards Are Adequate to Protect CMRS Providers

The CMRS Second Report* created a system under which each carrier is compensated

for the reasonable costs it incurs for terminating traffic which originates on the other’s facilities.

Pursuant to the Interconnection Order’ and the CMRS Second Report, LECs are required to

provide the type of interconnection reasonably requested by the CMRS provider at reasonable
rates and on reasonable, nondiscriminatory terms and conditions. In addition to the
Commission’s requirements, many states have instituted safeguards to ensure that CMRS
providers obtain satisfactory interconnection arrangements. For example, CBT’s interconnection
agreements are filed with the Public Utilities Commission of Ohio ("PUCO").° These
agreements are available for public inspection. Any new CMRS entrant, therefore, can obtain
substantial, meaningful information about CBT’s interconnection arrangements with other CMRS

providers and can plan its interconnection negotiations accordingly. In addition, the complaint

3CMRS providers will likely argue that without the threat of bill and keep, LECs will have
no incentive to negotiate reasonable interconnection arrangements. As discussed herein,
however, LECs are required by existing Commission rules to negotiate in good faith with CMRS
providers. The existing rules have worked well and should not be replaced by bill and keep.

‘Implementation of Sections 3(n) and 332 of the Communications Act; Regulatory Treatment
of Mobile Services, Second Report and Order, GN Docket No. 93-252, 9 FCC Rcd 1411
(1994).

Need to Promote Competition and Efficient Use of Spectrum for Radio Common Carrier
Services, Declaratory Ruling, 2 FCC Rcd 2910 (1987).

®CBT notes that Section 252(a)(1) of the Telecommunications Act of 1996, Pub. L. No. 104-
104, 110 Stat. 56 (1996), provides for the filing of negotiated interconnection agreements with
state commissions. The Act demonstrates a preference for negotiated arrangements with state
commission oversight.
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process under Sections 208 and 312 of the Communications Act is always available if a CMRS
provider believes that a LEC is not negotiating in good faith.” Finally, the state commissions
can, and are in a better position to, address CMRS providers’ concerns regarding interconnection
with LECs. In light of the success of the current system, and the existing safeguards for CMRS
providers, further regulatory intervention in this area is not needed.

B. Bill and Keep is Inappropriate

CBT offers interconnection to CMRS providers under the same basic rates and structure
as interconnection offered to other access customers. The minutes of use rate is based upon
CBT’s interstate access rate for switching and the flat rates for dedicated transport facilities are
based upon CBT’s interstate access rates for dedicated transport facilities. CMRS providers have
negotiated with CBT for a discount off CBT’s tariffed dedicated transport rates based on the
estimated percentage of traffic that terminates on CMRS providers’ facilities. This uniform
discount is intended to compensate CMRS providers for costs incurred in terminating traffic that
originated on CBT’s network. CBT offers reasonable. nondiscriminatory rates to existing CMRS
providers. In accordance with the Commission’s requirements, CBT will continue to offer
nondiscriminatory rates and rate structures to new CMRS entrants.

CBT’s basic rate structure for LEC-CMRS interconnection recognizes that both the LEC
and the CMRS provider incur costs for terminating traffic from the other’s network. A bill and
keep arrangement, however, ignores those costs. As the Commission recognizes, bill and keep

makes sense only if either of two conditions is met: (1) traffic is balanced in each direction, or

'CBT is not aware of any formal complaints filed against it by CMRS providers seeking
interconnection with CBT. The lack of complaints is strong evidence that CMRS providers are
satisfied with the current system and that further regulatory intervention is unnecessary.

4-



(2) actual interconnection costs are so low that there is little difference between a cost-based rate
and a zero rate. (NPRM at para. 61.) Neither condition is satisfied as applied to LEC-CMRS
interconnection. There is no question that traffic flows between LECs and CMRS providers are
substantially imbalanced. CBT estimates that between 80% and 90% of the wireless calls in its
territory terminate on CBT’s network. In addition, CBT’s interconnection costs are not close
to zero. CBT’s cost-based interconnection rates are low, but there are tens of millions of
minutes of use per year and interconnection with CMRS providers is a significant source of
revenue for CBT. If this rate is replaced by a zero rate, as the Commission proposes, CBT will
not be able to recover its costs from CMRS providers. Bill and keep would create a huge
subsidy in favor of CMRS providers at the expense of LEC subscribers, because LECs would
be forced to seek recovery of the cost of bill and keep from their subscribers.®

In addition to creating an unfair subsidy in favor of CMRS providers, bill and keep
creates undesirable economic incentives. Rather than encouraging efficiency, bill and keep
would merely create incentives for CMRS providers to maximize the opportunity to bill and
keep. This incentive may discourage investment in network construction and encourage CMRS

providers to seek out customers likely to originate more calls than they receive. Bill and keep

8CBT recognizes that the Commission is suggesting bill and keep as an interim measure
only. However, once the bill and keep subsidy is in place, and CMRS providers become used
to its substantial benefits, they may be reluctant to move to a more appropriate cost-based
arrangement at the conclusion of the interim period. Without evidence of a problem with the
current system of negotiated interconnection arrangements, it is better not to create the subsidy
in the first place.
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also would encourage inefficient entry into the marketplace by sending signals to potential
market entrants that are not cost-based. None of these outcomes is in the public interest.

C. Interference in the Market is Unwarranted

The Commission’s primary concern in releasing the NPRM is "that existing general
interconnection policies may not do enough to encourage the development of CMRS ...."
(NPRM at para. 2.) The Commission’s concern is not well founded. The market for CMRS
service continues to develop rapidly.” CBT is not aware of any, and the Commission cites no,
evidence that LEC-CMRS interconnection arrangements are hindering the development of CMRS
services or the ability of these services to compete with wireline telecommunications services.
Indeed, the various Commission initiatives for spectrum allocation will likely create even more
demand for wireless services.

Because of the minutes of use involved, interconnection charges are a significant source
of LEC revenue. However, interconnection charges are a small portion of the retail price of
CMRS service,'” and there is no evidence that interconnection charges are a barrier to entry into

the CMRS market. As existing barriers are reduced or removed,'' CMRS services are rapidly

’From December 1993 to December 1994, cellular subscribership grew by more than 50%.
Strategic Policy Research, Bill-and-Keep: A Bad Solution to a Non-Problem, citing, CTIA,
Wireless Factbook (Spring 1995), at 7-8. A recent publication reports that the research firm
International Data Corp. estimates a 35% annual growth rate in the customer base for wireless
communications over the next five years. Investor’s Business Daily, February 23, 1996, at A4.

'OCBT estimates that interconnection charges are approximately 5% of the average prevailing
retail price of cellular service in CBT’s operating territory.

"Such barriers include spectrum availability, charges for cellular air time, and technical
limitations on cellular phones.
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becoming bona fide alternatives to LEC-provided wireline service.'” The substantial growth of
CMRS services has occurred in the context of individually negotiated interconnection

arrangements consistent with the Commission’s requirements in the CMRS Second Report and

the Interconnection Order. In light of this record, CBT respectfully submits that there is no

problem that needs to be solved. The Commission’s current policies are working effectively and

no changes are needed.

III. Enactment of the Telecommunications Act of 1996 Makes Action on CMRS
Interconnection Unnecessary At This Time

The Commission has requested comment on the implications of the recently enacted
Telecommunications Act of 1996 on the Commission’s proposals in the NPRM."” The
Telecommunications Act of 1996 requires the Commission, within the next six months, to
establish regulations implementing the Act’s requirements regarding interconnection between
telecommunications networks.'  Nothing in the Act appears to exclude LEC-CMRS
interconnection from its coverage. Indeed, the Act’s clear preference for negotiated
interconnection arrangements with state commission oversight amounts to a congressional
endorsement of the current system. Without sufficient evidence that the current system of

negotiated interconnection arrangements is unsatisfactory, the Commission should refrain from

“Indeed, the Commission has recently proposed rules permitting broadband CMRS providers
to offer the equivalent of local exchange service using existing allocations for PCS, cellular and
SMR. Amendment of the Commission’s Rules To Permit Flexible Service Offerings in the
Commercial Mobile Radio Services, Notice of Proposed Rule Making, WT Docket No. 96-6,
FCC 96-17, released January 25, 1996.

BInterconnection Between Local Exchange Carriers and Commercial Mobile Radio Service
Providers, Order and Supplemental Notice of Proposed Rulemaking, CC Docket No. 95-185,
FCC 96-61, released February 16, 1996, at para. 6.

“Telecommunications Act of 1996, Section 251(d).
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implementing bill and keep, or any other interim measures affecting LEC-CMRS
interconnection. LEC-CMRS interconnection is more properly addressed in the proceedings
resulting from the new Act or in the context of the comprehensive access reform and
interconnection proceeding which the Commission will soon commence."
IV.  Conclusion

For the reasons stated herein, CBT urges the Commission not to mandate bill and keep
as the compensation method between LECs and CMRS providers, even on an interim basis. The
current system of negotiated interconnection agreements is satisfactory. Furthermore, neither
of the conditions justifying bill and keep is met. Traffic flows are not equal and LEC
interconnection costs are not almost zero. Bill and keep would not benefit the majority of
consumers and would not be in the public interest. It would result in an unjustifiable subsidy
for CMRS providers at the expense of LEC subscribers. Furthermore, the Commission should

refrain from adopting any interim rules in this docket. Rather, the issue of LEC-CMRS

'See NPRM at para. 17.



interconnection should be addressed either in the interconnection proceedings resulting from the
Telecommunications Act of 1996 or in the Commission’s access reform proceeding.
Respectfully submitted,

FROST & JACOBS
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William D. Baskett III
Thomas E. Taylor
David S. Bence

2500 PNC Center

201 East Fifth Street
Cincinnati, Ohio 45201-5715
(513) 651-6800

Attorneys for Cincinnati Bell

Telephone Company
Dated: March 4, 1996
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